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We IPIftCiate the oppoltuftity to ionIl~ thlt may..It the Cable
s.w- Bur.. in itl ev+...iM ofdie • -bwMf· i.... We are particularly concerned
about two iaaa dIM we unclcr8nd the Commiaioft is conlideril1l:

1. The deletion oEdle pnMcuIy-ldopted 7.S% MUle-up OIl proanmmina COlt incr..fur
exiltina Pf'08I"III1 services; and

2. p..mttial PfDI'IIIlIerViCII thlt.e CIf'ried Oft. reaulatcd tier to be "cloned" and
JimuIwteoully CllTieci on • new produc:t tier.

1. 1.",MMk-u.
Ufetime T (IIJ..itteilnej WGtIkl-fIIIIIY urp die Conmuion It I minimum

to IMintaift the 7.5% per -m-.. Oft iJa fiJr ..ina -w.. In fact,
Lifetime~ itt JRYiauIIY tued Comm.." Conn It..... the neCJeliity
ofpcnnittina • rNninun mark-up. even ifonly • few C*ltI, in order not to penalialow-e:ost
sc:rviceI with low annual r.ei~ to CIbIc openiOn.

Lifetime ... ecmli.llltly urJed the COl. iNion to adopt evco-banded iJacentives
for operator irlvlltment ill the~ ofcpIIIity proaramminl. The dell:tion of the 7.5%
mark-up thnatens the vilbility of1dvertiIcr-."orted ..... .-YiceI that depend on brold­
baed c:arriap to provide COIIMIIMI'I hip YIlue It low fcea. If the 7. S% mark-up on eOltinS
propammin. COlt increua it deleted, opeqlors will have little incentive to maintain existina
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proanmmi"lJaViCII: ..proet ...... wiD ICtItllly cIIcr_ itthey mull Ibtorb neaotiated
f'_ increua &om the pI'OIIWMt«I without ....... to ... Oft Illy amounu odw dian the
ae:tual COJII. On the other ..... operItOtI win r.- • inc:ent"'e to add new channel.
(pr"unlbly thrOUlh the ftat .. propoIIl .... COIIIiMred by the Conniuion for net Idditions
orpropam channell). E advMiIer-tuflPO"'cd..w:. will be dilldv....... by IUCh.
one-ticled incentive. By i.. carriIII~ propllll .-vicea on the rcpla* tier.
the COIIIIftiItioa would be IIICOUI'IIinI die ollow-rae. adw.rti.,-lUpponed let'fices to
ala cane tieR. As rMIIY ....,i_-..pportat~ ..~ expl'" ill their CoINMftts and
Reply Co....... broId .n.ee Oft ,., tiIn i. critical Cor their IUrviYII and Ifowth.
U....,.,II.nrlli"' ....,.p -aIiWJ ,_. ww.LifMime
IUpporti the Cotwnillion's pro die .. of .w. on ......Iated
tiers to ala carte tien, if 1R en••.,to new~ channels,
operItOD may limply drop ~pro......... Since operaton .c _tied to 11\ 11.25%
return on their COtt-of-wvioe. it __ GIlly .......eU. opentOfl be efttitJcd to 1ft

equivllaal rate orreturn Oft thIir ptOII'IIIIIIIin COllI; contumers .c prea1mab1y purchuins cable
for the divcrtity otJW08rII1IIIIinI opcionI avail....

OriFtalY. the 7.'% 1IIIIk-up Oft""""""" COlt increaMi wu paired with a
CorreIPOndina 7.S% ,.........,.. on ",......... COlt ella.... Li&time btiIicva that both
Plll-thmuaht IhauIcI be rehIined. The 1IIIrk-up Oft COlt ...... proteccs IpinIt enc:ouraaing
"switch outlet orone ICMce 0YIr another (•.•.•• new et.ncI OWl' 1ft bitti"l channel, or a
hiaher priced channel over a lower priced anc) IIId "'ret the opntor to ....e COlt reductions
with the IUblcriben. AI "--ilMdlbove, the 7.~ 1IIMk-up on COlt incrCIIB c:reatM M-Ioing
and eYIIl-hinded incentiWll to operators to iIIWIl in ....prOlfll1l lel"'lices IDd to maintain
the ifttearitY of the rlFllted tiers.

2. ~IW Prgftp Ti«

Wbilc Lilleinlli IIIPI*b the COIIOIPt ofa "new~ tier" for the launch ofnewly-
..... ell' "incl • ,.... i •• Lite.i•••1. , for a
new product tie- that are GII'..-ty ofInd 011 ,. tiers i. tM ent ordirect
Iftitration. ]foperators can cAr ..0'*,. WYicles, tQIIlW with new 1CI'ViceI. on an
lJIU'eIUlated "new product n.-. there i,.., f••• to ....ieve tIIat openaOfS willIIII'bt the
"new product licret ialUCh away u to ... ......,. &om the ._ed tiers to the new
product u.. All~ eervica wauId t'" be pr......... to be CII'Iicd 011 the new
produe::t tier or lose out Oft the ltcritical.-- af~... SiIIcc adv81_-aappetted IIn'iccs arc
dependent upon diltribucecl in a ,.kna' cloflerinp welt can be ofFered to
subia'" for a low fee by «1. the COllI to JII'CIII'Ift"N of""'inI their
IB'ViceI on • new product tier • compII'Id to ·tune-in" aclvertiIi8a fbl'the r._eeI tier would
increIIe 1ipi1icandy. If......nMIIIII deer.Me clue to lower penetratioll1evell, cable
operatOr feci would have to be increued to .....n ......,...-sl~t to proaram
i""eltment and in order to compentIte for 10. viewers and lost advertiJina reverK1eS. UltimateJy
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subICriben would be required to plY ..... cable COllI to cover increacd licente fees for the
11IM., or in all likelihood low« ....ity. prQll'lllllftinl.

U&dme uraes the CommiIIioft to NIOM the •....lwwlrd· Nict quickly and in an even­
handed IMIHICf that c:nMeI ._In''' incellliwllar both new Ind ._..,....... services.
We will be hippy to provide you with any ld.titioNlllliltaN:e that you may request.

cc: CIIIinBM RIledIlunclt
CofttmiIlioMrJ_ QYelIo
C........ Andrew BIrntt
~s.a.nN-.
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